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A year ago when I took office, there was a crisis in State finances.

The State had been spending more than its income year after year.

Fiscal experts of the previous Administration anticipated a Gen-

eral Fund deficit at June 30, 1959, of more than $60 million ; and
1959-60 expenditure requirements were expected to exceed esti-

mated revenues from then existing sources by more than $200

million.

I asked you in my first budget message to join me in facing up
to our responsibilities and to adopt a program to put our State

back in the black. The program called for an aggressive economy
drive and new, broadly obtained revenues to meet the State's

obligations. You gave these recommendations magnificent support.

The action on last year's budget showed that the people of Cali-

fornia have the courage and the character to choose the course of

fiscal solvency.

Because of our accomplishments last year, our State finances

today are on a sound basis. We now estimate that on June 30,

1960, the General Fund will show a net balance of approximately

$73 million. Much of this results from the improvement in eco-

nomic conditions. More than $23 million, however, arises out of

our savings—expenses which we were able to cut below budget

authorizations. This is a result of our determined drive to get

maximum effectiveness from every tax dollar.

For the fiscal year ahead, I pledge you and the people of this

State unswerving diligence on behalf of stern economy and effi-

ciency in our public stewardship. I have demanded that agency

directors, in their individual diligence, develop improved econo-

mies of operation, hand in hand with better service for the public.

In the coming year, I shall press even more insistently for those

objectives.

In measuring this budget with the state it must serve, you will

find that the central, all-pervasive fact of life in California is

growth—growth in population and industry, and growth in the

responsibilities and opportunities that government, like each of us

individually, has in an increasingly complex society. The size of

the budget is a symptom of this growth

!
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Indeed, the budget can be understood only in terms of our

relentless population increase, our spiraling complexity as a com-

munity, our immense potential. Nearly all of our citizens have

personal knowledge of the overcrowding of California's schools

and colleges, prisons, hospitals, campsites, and other public facili-

ties. The aggravations and inadequacies—public and private

—

resulting from these shortages have accumulated over many years.

Just ahead lie still greater demands and still greater loss of poten-

tial economic and social wealth and well-being if we fail to build

parallel with California's irrepressible expansion in population.

To meet the public needs of the State requires what is properly

called "substantial capital outlay for institutions and facilities."

But these are cold, impersonal words. For me, it is more meaning-

ful to liken our schools, campuses, parks, and other public facilities

to a house. It is the other house that you and I and our children

live in. It occasionally needs roof repairs, the plumbing has to be

fixed, the wiring repaired, just as in our own houses. And when
the family of Califorhians grows as it does by over 500,000 new
residents each year, we need to add more rooms, just as we would

for our own families.

I would no more think of permitting California's house to be-

come impossibly over-crowded or dilapidated than I would allow

this to happen to my own house. I am sure each of you feels the

same way.

I propose that the great bulk of the balance which will be on

hand at the end of the present fiscal year be invested—not just

spent—to provide the buildings and equipment immediately neces-

sary for our skyrocketing educational demands, our rising prison

problems, our mental health requirements, and our other basic

capital needs. In this way the State government can best help

build for California's future. It is also the only way to reduce

the backlog of need caused by neglect in prior years.

The prospects for California's future growth and greatness

refute the notion that revenues can be cut back at this time. The

rate of population increase expected in the years ahead indicates



that basic demands on the state government for long established

responsibilities mil not soon lessen. In the face of that, the fiscal

solvency and capital plant of the state must be kept up, not under-

cut. To reduce revenues in the face of the urgent educational

needs—to take just one example—would constitute a callous dis-

regard for the State's credit standing and financial soundness. To
cut back now would be irresponsibility of the same character as

that which produced the financial crises I inherited at the begin-

ning of my term in office. We should reject the glib advice of those

who prefer the easy path of fiscal self-deception to the austerity

of fact.

I want to stress that the contemplated net balance will be used

for immediately-required capital construction which otherwise

would have to be financed by bonded indebtedness. I believe that

this is particularly sound during this period of high interest rates,

which I am advised will likely continue in the foreseeable future.

To use the prospective balance to keep down debt financing on

continuing, non-revenue producing public responsibilities is an

objective of government supported by the responsible leadership

of both our major political parties. When I became Governor, I

pledged fiscal responsibility for this State; and that is exactly

what I am determined to affirm through this budget.

SUMMARY

I want to turn now to a brief definitive summary of the budget

for the year 1960-61. The total budget amounts to $2,477,121,574,

a profound responsibility for you of the Legislature and for my-

self. Following is a summary of the total General Fund revenue

and expenditure estimates for the fiscal year 1960-61

:



GENERAL FUND CONDITION

(In Millions of Dollars)

1959-60 1960-61

Estimated Proposed

Beginning Surplus, July 1 $18.1 $73.9

Reserves Consolidated 37.9

INCOME

:

Revenues and Transfers 1,487.8 1,633.0

EXPENDITURES

:

State Operations 474.7 550.8

Capital Outlay (current funds) 30.1 140.4

Capital Outlay (bond funds) (79.3) *

Local Assistance 965.1 1,014.3

Total Expenditures—Current Funds $1,469.9 $1,705.5

Current Year Surplus $17.9 —$72.5

Ending Surplus, June 30 $73.9 $1.4

* Not included in totals.

IMPORTANT ASPECTS

The proposed budget is essentially an extension of the budget

which I submitted to you last year and which received your ap-

proval with little modification. It is an austere budget with every

expenditure item having been subjected to the strict test of neces-

sity.

I want to take just a few minutes of your time to indicate high-

lights of the most important expenditure requirements. In addi-

tion, I urge you to review complete analyses and program data

set forth in the budget document.

Education

In my Inaugural Address last year, I stated my determination

to provide California with the best public educational program
in the United States. There is no better investment for the future

of our State and Nation than monies prudently expended in our

schools, colleges and universities. This means, quantitatively, that

each individual shall have a full educational opportunity con-
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sistent with his abilities. Qualitatively, it means we shall strive

continually to raise standards of excellence, not only for sound

fundamental training but to develop social, political and ethical

understanding of our technological achievements.

I am recommending in this message that $1,045 billions, or 42

per cent of the entire budget, be devoted for the support of the

public school system and for higher education in California. It is

interesting and perhaps surprising to note that California, which

is so attractive to senior citizens, actually does not have an aging

but a "younging" population. An increasing percentage of our

total population is of pre-school and school age.

Of the children in the 5 to 17 age group, California has a higher

percentage enrolled in the public school system than any other

state in the union. In aggregate, we anticipate in 1960-61 an aver-

age daily attendance in the public school system of 3,355,000,

greater by a half a million than New York State, which is now
second in the Nation to California.

With the increased support for the public school system adopted

last year, the State's obligation will amount in 1960-61 to $678,-

957,600. This includes a sum of approximately $40 million to ac-

commodate the enrollment of 200,000 additional students over the

current year. California is one of the states which contributes

most heavily to the support of its public school system. Without

this support, the burden on local property owners from school

district taxes would be far heavier and in many cases inequitable.

State Colleges

The sharp increase in births in the early 1940 's first caused the

great expansion in our public school system and is now reflected

in increased applications for admission to college. I am recom-

mending in this budget a total of $66J million for the net oper-

ating costs of our state college system to meet the challenge

presented by an increase in the enrollment by 7,600 students. Pro-

vision is also made for a modest beginning, in rented quarters, for

the three new colleges in Orange, Alameda and Stanislaus Coun-

ties, previously authorized by legislative action. This means that

for state colleges, there will be a budgetary increase of 14.8 per
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cent. This increase is primarily a reflection of the increased work
load and the necessary preparation for anticipated continued

expansion of the program without a marked change in the level of

educational service.

I also propose the expenditure of $42.5 million for capital out-

lay for the state colleges. This includes, among other needed
projects, funds for the planning and development of the new col-

leges at Orange, Alameda and Stanislaus Counties, and to permit

work to proceed upon those new campuses without delay.

University of California

For the University of California the budget provides from the

General Fund $113 million, an increase of 14.2 per cent over the

current year. This will help provide for the anticipated increase

in enrollment of 3,850 students on the various campuses of the

University. Significant research and other important educational

activities of the University are also recognized and supported.

The necessary building expansion of the University of Cali-

fornia justifies the recommendation of a total of $52.2 minimi for

capital outlay projects. This includes a sum of $5,721,440 as an
initial step in the development of a School of Science and Engi-

neering at La Jolla. This project, with the support of private con-

tributions, was launched prior to consideration of a general

campus for the University at La Jolla and is justified without

regard to the latter. In addition to the actual recommendations

for plant development for the coming year, I have expressed my
genuine concern for providing an additional medical school, and

have called for the development of plans for that as expeditiously

as possible.

Educational Television

I am deeply interested in the contributions that educational

television may make to the excellence of our education program at

all levels. Pilot work along this line is currently under way in some

school districts and at several state colleges. I am recommending
that $250,000 be appropriated to the University of California to

permit further experimental work in instructional television at

IX



that institution. I am extremely hopeful that there will be devel-

oped an integrated effort on the part of educational institutions

at all levels to develop public policies in cooperation with the

state both economically prudent and educationally sound.

Mental Health

This year's budgetary increase of $9.5 million for the Depart-

ment of Mental Hygiene not only adds to the traditional program
of the State hospital system, but places heavy emphasis on new
approaches to an old and complex set of problems. The incalculable

human suffering and tremendous expense make it imperative that

our full resources be brought to bear on these problems. We are

resolved to seek new ways, new techniques and new thinking.

In the forthcoming year, we propose to make a beginning on

three new approaches in mental hygiene. First, we propose to ex-

pend $450,000 to develop one of the newer concepts in modern
psychiatric care, the day hospital. These day hospitals will enable

patients who do not require twenty-four-hour hospitalization to

receive treatment at an all-day center and to return to their fam-

ilies and homes each night. We fervently hope that this new-look

in treatment will live up to its present promise of providing a

more effective and more economical alternative to full-time hos-

pital care. The funds proposed will provide three of these day
hospitals as an experimental start.

Second, we propose to provide funds for new techniques and
facilities in the pre-hospital and post-hospital periods which are

so important to effective treatment and speedy recovery. $232,000

is provided for finding foster homes for recovering patients, and
strengthening social service care for them; $220,000 is provided

for an after-care clinic at three state hospitals; and $286,000 is

provided for psychiatric care for patients whose recovery permits

them to leave the hospital, but who still need occasional treatment

and guidance.

Third, we want to assist those communities which are assuming
responsibility for sharing the load of mental health problems. The
budget provides $50,000 for highly skilled people—few in number,
but important—to help local communities undertake mental health



programs to care for patients in familiar surroundings near their

homes.

The tremendous demands for treatment services caused by pop-

ulation growth account for $7 million of the budget increase for

mental health. We have also budgeted a $200,000 increase in the

encouraging program of research now being carried on by the

Department, a program which has attracted to it a total of more
than one million dollars in grants by the federal government. An
additional $240,000 has also been budgeted for the treatment pro-

gram in mental hospitals to permit purchase of new and improved
medicines and drugs. Finally, a $208,000 increase is provided for

training to make present mental health personnel more effective.

Beaches and Parks

Existing financing for acquisitions and improvements of State

beaches and parks does not provide sufficient funds for this im-

portant program to go forward. The development and operation

of the State's system of beaches and parks is dependent, under
existing laws, upon revenues from tideland oil royalties. Unfor-

tunately, there is no longer an adequate amount from this revenue

source to support the other demands upon it and all that is re-

quired for the beaches and parks program.

The appropriations for acquisitions and improvements made
pursuant to a five-year program submitted in 1956 have produced

a deficit in the Beaches and Parks Fund. I am recommending in

this budget that the Beaches and Parks Fund be augmented by
a transfer of $5 million from the General Fund so that the pro-

gram can go forward without interruption during the next fiscal

year.

As a long-term plan of action, I have asked the Director of

Natural Resources to prepare a completely revitalized five-year

program for new acquisitions and development and work with

the Director of Finance to formulate a sound financing proposal

which can be submitted to the 1961 session. This budget includes a

major increase in the planning staff in the Division of Beaches

and Parks needed for this program. In the increasing age of lei-

sure into which our society is emerging, and in the face of the
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increasing population congestion that lies ahead, we must move
with vigor and vision to develop adequate recreational facilities

for our people.

Corrections

Substantial progress is being made on the conservation camp
program adopted at the 1959 session. This budget includes funds

for constructing the 1,200 man Conservation Center in Lassen

County and for branches in the Tuolumne and Mono-Inyo County
areas. Five additional Forestry work camps are being established.

This program is not only meeting the serious shortage in facilities

to house the increase in inmates, it is also a valuable extension of

the correctional rehabilitation program and is providing much-
needed forestry conservation work. This is an outstanding ex-

ample of humanitarian and constructive penology.

Water Development Program

The budget recommends, pending the voters ' action on the water

resources development bond issue, appropriations aggregating

$34 million for the following purposes already authorized by legis-

lative action: (a) additional canal and reservoir work on the

South Bay Aqueduct, (b) a subsidence feeder canal in the San
Joaquin Valley Division, and (c) completion of railroad and
highway relocation work at Oroville, except for minor items to

follow in 1961-62. We are thus clearing the way and laying the

groundwork for the proposed state water program on which

the people of California will pass this November—a program as

bountiful of ultimate good as the great TVA and Central Valley

projects have already proven themselves to be.

Salary Increases

Included in this budget is provision for the salary increases for

State employees recommended by the State Personnel Board in

its annual report to the Governor and the Legislature required by

the Government Code. The report recommends a general increase

averaging 5 percent for 85,000 employees in the State civil service

and 9,500 academic and non-academic personnel of the State col-

leges. Additional funds are also proposed to make special adjust-

Xll



ments for certain groups, principally the lower clerical classes,

whose pay requires a greater adjustment to bring it to prevailing

rates in comparable employment. Also included are sufficient

amounts to grant comparable increases to the 20,000 employees

of the University of California and to other groups not under the

jurisdiction of the Personnel Board.

Future Benefits

Eough estimates of future revenues and future expenditure re-

quirements give no cause for complacency regarding the budgets

for the immediate years ahead. There is strong indication that

even though no new large expenditure programs are adopted and-

even though reasonably good economic conditions continue, we
shall be hard-pressed to meet the State 's obligations within pros-

pective revenues. There is one basic underlying fact which we can-

not escape and which will make budget balancing exceedingly

difficult for many years to come: Our school age population is

growing at a faster rate than the whole population and at a faster

rate than our economy is expanding. Heavy increases in educa-

tional requirements are inevitable. Comparable demands in other

fields of well established public responsibility also lie ahead. Fru-

gality, therefore, and increased efficiency in all levels of govern-

ment are essential.

In conformity with Section 34, Article IV of the Constitution,

I submit to you the Budget for the State of California for the

fiscal year commencing July 1, 1960, and ending June 30, 1961.

Respectfully submitted,

\/M****f Jy. /tLc^^^
Governor

February 1, 1960
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Schedule 1

GENERAL BUDGET SUMMARY

Line

No.

Reference

to

schedule

Actual

1958-59

Estimated

1959-60

Estimated

1960-61

1

GENERAL FUND*
INCOME:

2

4

$1,210,389,319

13,557,752

$1,468,520,895

19,340,226

$1,617,145,875

15,796,4492

TOTAL INCOME _3 $1,223,947,071 $1,487,861,121 $1,632,942,324

OUTGO:
EXPEXDITUHES:

3

3

3

3

4

4 $418,236,117

16,873,197

838,502,920

$472,290,174

30,064,185

965,124,564

$546,495,403

135,373,081

1,014,331,042

5

6

7 $1,273,612,234

6,393,300

$1,467,478,923

2,434,260

$1,696,199,526

9,279,5818

TOTAL OUTGO _ _9 $1,280,005,534 $1,469,913,183 $1,705,479,107

10 —$56,058,463

112,074,225

+ $17,947,938

56,015,762

—$72,536,783

11 4

4

2

4

73,963,700

INDICATED SURPLUS, END OF YEAR* _12 $56,015,762

$714,718,830

6,393,300

$73,963,700

$697,312,523

2,434,260

$1,426,917

$728,220,176

9,279,581

13

SPECIAL FUNDS
INCOME:

14

TOTAL INCOME _15 $721,112,130 $699,746,783 $737,499,757

OUTGO:
Expenditures:

3

3

3

3

4

16 $166,622,531

237,353,865

254,024,874

$182,395,460

374,069,172

268,871,073

$201,806,617

17 306,380,076

18 272,735,355

19 $658,001,270

12,833,284

$825,335,705

19,103,710

$780,922,048

15,796,44920

TOTAL OUTGO21 $670,834,554 $844,439,415 $796,718,497

22 $50,277,576

321,544,809

—$144,692,632

371,822,385

—$59,218,740

23 4

4

2

4

227,129,753

INDICATED SURPLUS, END OF YEAR 1 _24 $371,822,385

$1,925,108,149

724,468

$227,129,753

$2,165,833,418

236,516

$167,911,013

25

CONSOLIDATED TOTALS, ALL FUNDS
INCOME:

$2,345,366,051

26

TOTAL INCOME -27 $1,925,832,617 $2,166,069,934 $2,345,366,051

OUTGO:
Expenditures:

3

3

3

3

28 $584,858,648

254,227,062

1,092,527,794

$654,685,634

404,133,357

1,233,995,637

$748,302,020

29 441,753,157

30 1,287,066,397

TOTAL OUTGO - -31 $1,931,613,504 $2,292,814,628 $2,477,121,574

32 —$5,780,887

433,619,034

—$126,744,694

427,838,147

—$131,755,523

33 4

4

301,093,453

INDICATED SURPLUS, END OF YEAR - - $427,838,147 $301,093,453 $169,337,930

For the 1958-59 fiscal year, the General Fund Is combined with reserve funds, all of which have been abolished and have been
transferred to the General Fund during the 1959-60 and 1960-61 fiscal years.

b The surplus for the separate funds as of June 30, 1959 were:
General Fund $18,130,570
Capital Outlay and Savings Fund $23,857,050
Flood Control Fund of 1946 $14,028,142

A-3



TOTAL BUDGET DOLLARS
1960-61 FISCAL YEAR

REVENUES

HIGHWAY USERS TAXES
21.6?:

PERSONAL INCOME TAX
11.6?:

HORSE RACING FEES

1.8?

INHERITANCE AND GIFT TAXES
2.6? /

CIGARETTE TAX
2.7?:

LIQUOR TAXES AND FEES

2.7*

BANK AND
CORPORATION TAX

10.7?

MOTOR VEHICLE LICENSE FEES

5.4(2

INSURANCE TAX
2.8

EXPENDITURES

EDUCATION
42.5(4

HIGHWAYS AND
VEHICLE REGULATION

20.3?

SOCIAL WELFARE
AND HEALTH

10.8?

MENTAL HYGIENE
AND CORRECTIONS

9.2?

CONSERVATION OF
NATURAL RESOURCES

7.1?

FISCAL AFFAIRS

1.8?

CHART 2
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GENERAL FUND BUDGET DOLLARS
1960-61 FISCAL YEAR

REVENUES
PERSONAL INCOME TAX

16.8?:

BANK AND
CORPORATION TAX

15.6(2

HORSE RACING FEES

1.2*

CIGARETTE TAX
4.00

INSURANCE TAX
4.00

INHERITANCE AND GIFT TAXES
3.80

LIQUOR TAXES AND FEES

3.30

EXPENDITURES
SOCIAL WELFARE AND HEALTH

15.80

EDUCATION
61.80

MENTAL HYGIENE
AND CORRECTIONS

13.40

CONSERVATION Of
NATURAL RESOURCES

3.80

FISCAL AFFAIRS

2.20

CHART 3
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Budget Revenue Estimates

Further expansion in the volume of business activ- (27.0%) from the various levies relating to the owner-
ity, with continued improvement in both corporate ship and operation of motor vehicles. Taxes on per-

and personal incomes, will carry State revenues to a sonal income and corporate profits—both up sharply
record $2,345,366,051 during 1960-61. Included in this over past years because of the 1959 rate increases

—

total are receipts from the various tax levies, service account for 11.6 percent and 10.7 percent, respec-

fees and other charges collected by State departments tively, of the estimated revenue in 1960-61. Below
and such miscellaneous sources as rents, royalties and these major levies are a number of others, each con-

earnings on investments. Total receipts in the current tributing two or three percent of the total—the ciga-

fiseal year are estimated at $2,165,833,418, while ac- rette tax, the insurance tax, alcoholic beverage excises

tual collections during 1958-59 amounted to $1,925,- and liquor license fees, the imposts on inheritances

108,149. As indicated below, collections during the and gifts, and horse racing licenses. The proportions

three years covered by this budget are not strictly of total revenue and of General Fund receipts attrib-

comparable, due to the varying effects of recent reve- utable to each source are shown in the upper charts on
nue legislation. pages A-6 and A-7.

Keceipts for the General Fund during the coming . , . , . ,.

year are estimated at $1,617,146,000*, an increase of
Among the major tax levies, the personal income

$148,625,000 over the indicated total for the current tax wdl bear the largest proportionate share of the

year and $406,778,000 above actual collections in anticipated revenue increase. Compared with the cur-

1958-59, the last completed fiscal period. Kevenue for
£ent year, Te

,T?
tS

.
this source will increase $32,-

the various special funds is expected to reach $728,- 250,000, or 13.5 percent, and compared with the last

220,000, an advance of $30,908,000 over the current ful1 J'eF ?
f this tax at f?™er exe™p^'n

e
n
r
n
edlts ***

year and $13,480,000 more than was received in
rates the income tax will be up $111200,000, or 69.3

1958-59 when the special fund total was swollen by percent In other words for each dollar of personal

the receipt of $55,556,000 in bonus bids for oil and ™» tax collected in 1958-59 there will be $1.69 in

gas leases in tidelands. A summary of principal items
1960"61

'
due to the hl^her levels of Phonal income

comprising the revenue totals for each of these years and to the revisions in the structure of this levy,

is given in the accompanying table. The situation is only slightly different with regard

Table 1 to the bank and corporation tax. Receipts from this

COMPARATIVE revenue souree will increase by an estimated $30,300,000

(In millions of dollars) (13.7%) in 1960-61 and will be $77,500,000 above the

Taxes, Fees and Other 1958-59 1959-60 1960-61 level attained under the lower rates of 1958-59.
Charges Actual Estimated Estimated

General Fund

:

At $768,000,000, sales tax receipts are estimated to

l:r
e

s

S

on
a

al

d

in

U
co

e

me-:::::::: ^6 ^1 %n°S ^crease $56,500,000 next year (7.9%), due chiefly to

Bank and corporation ___ 174.0 221.2 251.5 a marked improvement in car sales, greater expendi-
Cigarette - 64.7 65.2 tures for industrial plant and equipment and eon-
Insurance 105.8 60.4 65.0 .. , ., .~, ,.. . , , ,. T .,

inheritance and gift 44.9 51.2 61.5 turned growth in California s population. Inheritance

Alcoholic beverages 44.2 51.9 54.0 and gift tax receipts are expected to increase $10,300,-
Horse racing 6.0 17.6 18.9 000 or 2o.l percent, largely as a result of last year's
Other sources 43.4 50.5 61.3 '

. .

r
, ' ,, .. , ,, ,

rate revisions, while collections under the several

Totals, General Fund— $1,210.4 §1,468.5 $1,617.1 motor vehicle taxes and fees will reflect the antici-

Special Funds

:

pated resurgence in new car sales from the recession

Motor vehicle fuels $317.7 $336.9 $355.5 and strike-bound levels of 1958 and 1959.
Motor vehicle licenses t — 234.0 250.1 261.3

Horse racing t — 22.1 21.2 22.3 it w}u be noted that cigarette tax collections are

Liquor Ucensest ------- 9-6 10JL ioi estimated to increase only $550,000 in 1960-61. This is

Other sources 120.2 66.8 65.2 due primarily to the fact that the tax on retail dealers

'

_ . , „ . , _ , „„ . _ „„-_„ -_000 inventories which returned $2,670,000 last year will
Totals, Special Funds— $714.7 $697.3 $728.2 . T ' l ., . .

J
,,

===== === , not recur in 1960-61. It is estimated that taxable ciga-

Grand Totals $1,925.1 $2,165.8 $2,345.4. rette sales in California will reach 2.22 billion pack-

t Excluding amounts for the General Fund from this souree. asres durine the next fiscal vear, an increase of 5.7
See Schedule 3 for additional details.

& i-t^j j. i
NOTE: In this and subsequent tables the detail may not add to the totals due to percent OVer the indicated Current annual rate.

rounding. Percentages hare been computed from unrounded numbers.

.. ... , . „ „, . , , The tax program adopted last year involved a num-
Almost one-third of all State revenue is generated , - . ? >_ >, ,.. , » ,

, ., , , j i l- t.4.1 n j.- ber of important changes in California s General
by the sales tax and only a slightly small proportion « , , ^ . T .

&
. , .,. „ .„ , ,

_1
J & J r r Fund tax system. In total, this program will add

• This and subsequent dollar amounts rounded to nearest thou- $229,100,000 to General Fund revenue in 1960-61.
sand. ^ ' '
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Expenditure Program, 1960-61

The problems of growth and the necessity for prog-

ress in the basic activities of government set the scale

for the State's program of services in the coming
fiscal year. Not only the volume of expenditures, but

the increases and the points of emphasis as well have
been determined by the exploding attendance through-

out the systems of primary, secondary and higher edu-

cation, by the need for improvements in the care and
treatment of patients at mental hospitals and inmates

of correctional centers, and by the necessity of meet-

ing current prices for the goods and services required

in the discharge of the State's responsibilities.

Two characteristics of this budget must be empha-
sized at the outset: First, it is completely balanced

within current resources in that all operating expense,

all assistance to local governments and all new appro-

priations for capital outlay are financed from reve-

nues of the current or the ensuing fiscal year. No
additional appropriations from bond funds for con-

struction purposes are contemplated. Second, so far

as it has been possible to do so, expenditure recom-

mendations have been limited to the amounts required

for continuation of currently authorized programs.

Changes in caseloads of the various agencies and re-

visions of law effected last year have been fully recog-

nized. In a few instances, however, extraordinary

circumstances have demanded cognizance of the need

for improvement in the scope and quality of services,

principally for mental health and higher education.

Expenditure requirements of State government as

recommended in this budget for the 1960-61 fiscal

year total $2,477,121,574. This represents an increase

CHART 6

MAJOR DIVISION OF THE EXPENDITURE DOLLAR

1960-61

of $184,306,946, or 8.0 percent, over the estimated

total for the current year, and is more than half a

billion dollars above the total of actual expenditures
last year. However, in making these comparisons, it

must be recognized that $98,702,000 * of current year

construction needs and $144,297,000 in 1958-59 were
met from bond funds and other borrowing, compared
with $14,820,000 from these sources in the budget
year. Since expenditures from borrowings are not in-

cluded in the budget totals until the money is repaid,

the expenditure programs of these three fiscal years

are not strictly comparable.

Three Divisions of the Budget

A little more than half of the outgo programed for

the budget year represents State assistance to local

governments—chiefly subventions for school support

;

contributions for aid to the aged, blind, children and
the disabled; and allocations of revenue collected on
behalf of cities and counties. In the aggregate, these

local assistance payments will amount to $1,287,-

066,000, an increase of $53,071,000 over the current

year requirement for this purpose.

Approximately one-sixth of the total consists of

capital outlay items—chiefly expenditures for new
highways, but including as well substantial amounts
for the construction of buildings at state colleges,

university campuses, mental hospitals and correc-

tional institutions. This broad category of costs will

total $441,753,000, or $37,620,000 more than in the

current year. This net change is not indicative of the

broad shifts within the capital outlay total, however.

Highway construction will fall $48,604,000, due to

the exhaustion of balances accumulated in prior years,

but other capital outlay expenditures will increase

$86,221,000, the result of a shift from the moderate
use of bond financing in the current year to reliance

on current resources for capital outlay purposes in

1960-61.

The remaining 30 percent of the budget represents

the cost of operating state governmental agencies

—

$748,302,000, or $93,616,000 more than will be re-

quired for this purpose in the current year. This in-

cludes the cost of supporting the activities of all the

various departments, boards, commissions and inde-

pendent offices, including the centers of higher edu-

cation, hospitals, prisons and other facilities; main-

tenance of the higher courts of this State ; support of

legislative activities; and such miscellaneous items as

bond interest and redemption, a cost which will show

a substantial rise next year. One of the leading factors

in the proposed increase for state operations is the 5

percent salary adjustment for state employees recom-

mended for the coming year. Provision for this general

raise results from the Personnel Board finding that

current pay scales are below the levels paid for work

* This and subsequent totals have been rounded to the nearest
thousand.
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of a comparable character, skill and responsibility in

private business and other governmental jurisdictions.

The three major divisions of the 1960-61 budget are

shown in the preceding circle diagram. Amounts for

each of the three fiscal years covered by this document,

together with the increases in each category next year

are given in the following table.

Table 9

STATE EXPENDITURES BY PRJNC1PAL
BUDGET DIVISIONS
(In millions of dollars)

State operations

1958-59
Actual

$584.9
254.2

1959-60
Estimated

$654.7
404.1

1,234.0

1960-61
Proposed

$748.3
441.8

1,287.1

Change from
1959-60

Amount Pet

$93.6 14.3

37.6 9.3

Local assistance . 1,092.5 BS.l 4.3

Totals $1,931.6 $2,292.8 $2,477.1 $184.3 8.0

Note: In this and subsequent tables, the details may not add to the totals, due to

rounding. Percentages have been computed from unrounded numbers.

Education Leads

Viewed purely in fiscal prospective, education is

the leading activity of State government "With

$1,052,570,000 earmarked for this purpose next year,

education accounts for 42.5 cents out of the average

expenditure dollar. This is the latest in a series of

increases in relative importance which has carried

education from 34 percent of the expenditure total 10

years ago and 39.5 percent in 1955-56 to the current

42.5 level.

Expenditures for highways are second in relative

importance, accounting for 20.3 cents of the budget
dollar. Included in this category are not only the

amounts for highway construction and maintenance,

but also allocations for local roads and streets, oper-

ation of the California Highway Patrol and support

of the Department of Motor Vehicles. The two func-

tions of education and highways comprise 5 of each

8 expenditure dollars.

Below these leading services are social welfare, pub-

lic health and such related activities as industrial

relations and veterans' affairs. In the aggregate, these

make up 10.8 cents of each dollar. They are followed

by expenditures for mental hygiene and corrections

—

9.2 cents; conservation and development of natural

resources—7.1 cents; fiscal affairs and general ad-

ministration—1.8 cents; and miscellaneous expendi-

Table 10

EXPENDITURES CLASSIFIED
PRINCIPAL FUNCTIONS

(In millions of dollars)

Recommended
1960-61

Education $1,052.6

BY

Highways and related activlties-

Social welfare, health and related

activities

Mental hygiene and corrections

Conservation and development of natural
resources

Fiscal affairs and general administration

Other expenditures

Totals

502.7

268.0
227.9

177.0
44.6

204.3

$2,477.1 100.0

Percent
of total

Change from
1959-60

Amount Percent

42.5
20.3

$150.4
—48.1

16.7
—8.7

10.8
9.2

9.4

47.8
3.6

26.5

7.1

1.8

8.3

6.3

3.2
15.2

3.7
7.8
8.0

tures comprising 8.3 cents of the 1960-61 dollar.

Considerably more than half of the latter represents

the distribution of license fee revenue collected by
the State for cities and counties. A chart showing
these major functional divisions of the State's ex-

penditure program is given on page A-22, while the

dollar amounts are summarized in the preceding table.

In order to show as accurately as possible the total

to be spent for each function of government, the cost

of the recommended salary adjustment has been dis-

tributed to the various functions in the data presented

in the above table and in this analysis. Throughout
the remainder of the budget document, this amount
is treated as a lump sum. Adjustments in the data
have also been made to reflect the unidentified savings

anticipated in operating expenses and capital outlay
during both the current and budget years. These re-

visions account entirely for the differences between
amounts referred to in this statement and the details

shown elsewhere in the budget document.

CHART 7

FIXED AND CONTROLLABLE EXPENDITURES

BY MAJOR PURPOSE AND FUNCTION

FIXED
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$184.3 8.0

Approximately two-thirds of the State's expenditures are fixed by

provisions of the Constitution or existing statutes; one-third is subject to

some degree of control by the Governor in making his budget recom-

mendations. As this chart shows, most of the controllable amounts for

1960-61 are found in the State Operations section of the budget and in

the expenditures for such functions as higher education, mental hygiene

and corrections, and conservation of natural resources. The degree of

control is usually very limited, since it does not extend to the number

of people seeking higher education at State institutions, the number of

hospital patients and many other factors affecting expenditures.
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Table 8

OUTLINE OF STATE TAX SYSTEM AS OF JANUARY 1, 1960

Major Taxes and Fees
Reference Base or

Measure Rate
Administering

Agency Fund
Code Sections

Alcoholic Beverage Excises

:

Beer R &T(1) 32151(a) GaKon(2) $0.04(2) Equalization ( 3

)

General
Wine

:

Dry R&T 32151(b) Gallon .01 Equalization General
Sweet R&T 32151(c) Gallon .02 Equalization General
Sparkling R&T 32151(d) Gallon .30 Equalization General

Sparkling hard cider R &T 32151(e) Gallon .02 Equalization General
Distilled spirits R&T 32201(a) Gallon 1.50(4) Equalization General

Bank and Corporation

:

General corporations R&T 23151
23501

Net income 5.5% (5) Franchise(6) General

Banks and financials R&T 23183 Net income 9.5% Max. Franchise General

Cigarette R&T 30101 Package(7) $0.03(7) Equalization General

Gift R&T 15201 Market value 2-24% Controller General

Horse Racing License B & P(8) 19491 Amt. Wagered 5-8%
50-100%

Horse Racing Board Fair and Exposition
Breakage and General

Inheritance R&T
R&T

13401

12101

Market value

Gross premiums (9)

2-24%

2.35% (9)

Controller

Insurance Comm.

General

GeneralInsurance

Liquor License Fees B &P 23320 Type of license Various Alcoholic Bev. Alcoholic Bev. (10)
Control Dept. and General

Motor Vehicle Taxes and Fees :

Vehicle license fees R&T 10751 Market value 2% Motor Veh. Dept. Veh. Lie. Fee (11)
Fuel—gasoline R&T 7351 Gallon $0.06 Equalization Fuel tax (12)

Fuel tax (13)Fuel—diesel R&T 8651 Gallon .07 Equalization
Registration fee Veh. (14) 9250 Vehicle 8.00 Motor Veh. Dept. Motor Veh. (15)
Weight fees Veh. 9400 Unladen weight Various Motor Veh. Dept. Motor Veh. (15)
Transportation R&T 9651 Gross receipts iy3%

1-7%

Equalization Transp. Tax (13)

Personal Income R&T 17041 Taxable income Franchise General

Private (Railroad) Car R&T 11401 Valuation (16) Equalization General

Retail Sales and Use R&T 6051 Receipts from sales 3% Equalization General
6201 of taxable items

(1) Revenue and Taxation Code.
(2) This tax is levied at the rate of $1.24 per 31-gallon b£ rrel.

(3) State Board of Equalization.
(4) Distilled spirits in excess of proof strength are taxed at double this rate.

(5) Minimum tax $100 per year, not applicable to banks.
(6) Franchise Tax Board.
(7) This tax is levied at the rate of 1.5 mills per cigarette

(8) Business and Professions Code.
(9) Ocean marine insurance is taxed at the rate of 5 pe rcent of underwriting profit attributable to California business. A special

rate also applies to annuities.
(10) For return to cities and counties.
<11) For payment of administrative costs, highway bond interest and redempt ion and apportionment to counties, cities and school

districts.

(12) For administrative expense and apportionment to St!ite, counties and citie s for highways and airports.

(13) For administrative expenses and state highways.
(14) Vehicle Code.
(15) For support of State Department of Motor Vehicles , California Highway Patrol, coun ty roads and state highways.
(16) Average property tax rati: in the Stat a during preceding year, which foi 1959-60 was $6.24 per $100 of assessed valuation.

15Z79 3-60 2M.


